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(iii) An individual who is self-em-
ployed within the meaning of section 
401(c)(1). 

(2) Employer. An individual who owns 
the entire interest in an unincor-
porated trade or business shall be 
treated as his or her own employer. A 
partnership is treated as the employer 
of each partner who is an employee 
within the meaning of section 401(c)(1). 

(3) Officer. An officer is an individual 
who is an officer within the meaning of 
regulations prescribed under section 
414(c). 

(4) Shareholder. The term ‘‘share-
holder’’ includes an individual who is a 
shareholder as determined by the attri-
bution rules under section 1563 (d) and 
(e), without regard to section 
1563(e)(3)(C). 

(5) Highly compensated. The term 
‘‘highly compensated’’ has the same 
meaning as it does for purposes of sec-
tion 410(b)(1)(B). 

(i) Substantiation. An employee re-
ceiving payments under a qualified 
educational assistance program must 
be prepared to provide substantiation 
to the employer such that it is reason-
able to believe that payments or reim-
bursements made under the program 
constitute educational assistance with-
in the meaning of paragraph (c) of this 
section. 

[T.D. 7898, 48 FR 31017, July 6, 1983] 

§ 1.132–0 Outline of regulations under 
section 132. 

The following is an outline of regula-
tions in this section relating to exclu-
sions from gross income for certain 
fringe benefits: 

§ 1.132–0 Outline of regulations under section 
132. 

§ 1.132–1 Exclusion from gross income for 
certain fringe benefits. 

§ 1.132–1 (a) In general. 
§ 1.132–1 (b) Definition of employee. 

(1) No-additional-cost services and quali-
fied employee discounts. 

(2) Working condition fringes. 
(3) On-premises athletic facilities. 
(4) De minimis fringes. 
(5) Dependent child. 

§ 1.132–1 (c) Special rules for employers—Ef-
fect of section 414. 

§ 1.132–1 (d) Customers not to include employ-
ees. 

§ 1.132–1 (e) Treatment of on-premises ath-
letic facilities. 

(1) In general. 
(2) Premises of the employer. 
(3) Application of rules to membership in 

an athletic facility. 
(4) Operation by the employer. 
(5) Nonapplicability of nondiscrimination 

rules. 
§ 1.132–1 (f) Nonapplicability of section 132 in 

certain cases. 
(1) Tax treatment provided for in another 

section. 
(2) Limited statutory exclusions. 

§ 1.132–1 (g) Effective date. 
§ 1.132–2 No-additional-cost services. 
§ 1.132–2 (a) In general. 

(1) Definition. 
(2) Excess capacity services. 
(3) Cash rebates. 
(4) Applicability of nondiscrimination 

rules. 
(5) No substantial additional cost. 
(6) Payments for telephone service. 

§ 1.132–2 (b) Reciprocal agreements. 
§ 1.132–2 (c) Example. 
§ 1.132–3 Qualified employee discounts. 
§ 1.132–3 (a) In general. 

(1) Definition. 
(2) Qualified property or services. 
(3) No reciprocal agreement exception. 
(4) Property of services provided without 

charge, at a reduced price, or by rebates. 
(5) Property or services provided directly 

by the employer or indirectly through a 
third party. 

(6) Applicability of nondiscrimination 
rules. 

§ 1.132–3 (b) Employee discount. 
(1) Definition. 
(2) Price to customers. 
(3) Damaged, distressed, or returned goods. 

§ 1.132–3 (c) Gross profit percentage. 
(1) In general. 
(2) Line of business. 
(3) Generally accepted accounting prin-

ciples. 
§ 1.132–3 (d) Treatment of leased sections of 

department stores. 
(1) In general. 
(2) Employees of the leased section. 

§ 1.132–3 (e) Excess discounts. 
§ 1.132–4 Line of business limitation. 
§ 1.132–4 (a) In general. 

(1) Applicability. 
(2) Definition. 
(3) Aggregation of two-digit classifications. 

§ 1.132–4 (b) Grandfather rule for certain re-
tail stores. 

(1) In general. 
(2) Taxable year of affiliated group. 
(3) Definition of ‘‘sales’’. 
(4) Retired and disabled employees. 
(5) Increase of employee discount. 

§ 1.132–4 (c) Grandfather rule for telephone 
service provided to pre-divestiture retir-
ees. 
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§ 1.132–4 (d) Special rule for certain affiliates 
of commercial airlines. 

(1) General rule. 
(2) ‘‘Airline affiliated group’’ defined. 
(3) ‘‘Qualified affiliate’’ defined. 

§ 1.132–4 (e) Grandfather rule for affiliated 
groups operating airlines. 

§ 1.132–4 (f) Special rule for qualified air 
transportation organizations. 

§ 1.132–4 (g) Relaxation of line of business re-
quirement. 

§ 1.132–4 (h) Line of business requirement 
does not expand benefits eligible for ex-
clusion. 

§ 1.132–5 Working condition fringes. 
§ 1.132–5 (a) In general. 

(1) Definition. 
(2) Trade or business of the employee. 

§ 1.132–5 (b) Vehicle allocation rules. 
(1) In general. 
(2) Use of different employer-provided vehi-

cles. 
(3) Provision of a vehicle and chauffeur 

services. 
§ 1.132–5 (c) Applicability of substantiation 

requirements of sections 162 and 274(d). 
(1) In general. 
(2) Section 274(d) requirements. 

§ 1.132–5 (d) Safe harbor substantiation rules. 
(1) In general. 
(2) Period for use of safe harbor rules. 

§ 1.132–5 (e) Safe harbor substantiation rule 
for vehicles not used for personal pur-
poses. 

§ 1.132–5 (f) Safe harbor substantiation rule 
for vehicles not available to employees 
for personal use other than commuting. 

§ 1.132–5 (g) Safe harbor substantiation rule 
for vehicles used in connection with the 
business of farming that are available to 
employees for personal use. 

(1) In general. 
(2) Vehicles available to more than one in-

dividual. 
(3) Examples. 

§ 1.132–5 (h) Qualified nonpersonal use vehi-
cles. 

(1) In general. 
(2) Shared usage of qualified nonpersonal 

use vehicles. 
§ 1.132–5 (i) [Reserved] 
§ 1.132–5 (j) Application of section 280F. 
§ 1.132–5 (k) Aircraft allocation rule. 
§ 1.132–5 (l) [Reserved] 
§ 1.132–5 (m) Employer-provided transpor-

tation for security concerns. 
(1) In general. 
(2) Demonstration of bona fide business- 

oriented security concerns. 
(3) Application of security rules to spouses 

and dependents. 
(4) Working condition safe harbor for trav-

el on employer-provided aircraft. 
(5) Bodyguard/chauffeur provided for a 

bona fide business-oriented security con-
cern. 

(6) Special valuation rule for government 
employees. 

(7) Government employer and employee de-
fined. 

(8) Examples. 
§ 1.132–5 (n) Product testing. 

(1) In general. 
(2) Employer-imposed limits. 
(3) Discriminating classifications. 
(4) Factors that negate the existence of a 

product testing program. 
(5) Failure to meet the requirements of 

this paragraph (n). 
(6) Example. 

§ 1.132–5 (o) Qualified automobile demonstra-
tion use. 

(1) In general. 
(2) Full-time automobile salesman. 
(3) Demonstration automobile. 
(4) Substantial restrictions on personal 

use. 
(5) Sales area. 
(6) Applicability of substantiation require-

ments of sections 162 and 274(d). 
(7) Special valuation rules. 

§ 1.132–5 (p) Parking. 
(1) In general. 
(2) Reimbursement of parking expenses. 
(3) Parking on residential property. 
(4) Dates of applicability. 

§ 1.132–5 (q) Nonapplicability of non-
discrimination rules. 

§ 1.132–5 (r) Volunteers. 
(1) In general. 
(2) Limit on application of this paragraph. 
(3) Definitions. 
(4) Example. 

§ 1.132–6 De minimis fringes. 
§ 1.132–6 (a) In general. 
§ 1.132–6 (b) Frequency. 

(1) Employee-measured frequency. 
(2) Employer-measured frequency. 

§ 1.132–6 (c) Administrability. 
§ 1.132–6 (d) Special rules. 

(1) Transit passes. 
(2) Occasional meal money or local trans-

portation fare. 
(3) Use of special rules or examples to es-

tablish a general rule. 
(4) Benefits exceeding value and frequency 

limits. 
§ 1.132–6 (e) Examples. 

(1) Benefits excludable from income. 
(2) Benefits not excludable as de minimis 

fringes. 
§ 1.132–6 (f) Nonapplicability of non-

discrimination rules. 
§ 1.132–7 Employer-operated eating facilities. 
§ 1.132–7 (a) In general. 

(1) Conditions for exclusion. 
(2) Employer-operated eating facility for 

employees. 
(3) Operation by the employer. 
(4) Example. 

§ 1.132–7 (b) Direct operating costs. 
(1) In general. 
(2) Multiple dining rooms or cafeterias. 
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(3) Payment to operator of facility. 
§ 1.132–7 (c) Valuation of non-excluded meals 

provided at an employer-operated eating 
facility for employees. 

§ 1.132–8 Fringe benefit nondiscrimination rules. 
§ 1.132–8 (a) Application of nondiscrimination 

rules. 
(1) General rule. 
(2) Consequences of discrimination. 
(3) Scope of the nondiscrimination rules 

provided in this section. 
§ 1.132–8 (b) Aggregation of Employees. 

(1) Section 132(a) (1) and (2). 
(2) Section 132(e)(2). 
(3) Classes of employees who may be ex-

cluded. 
§ 1.132–8 (c) Availability on substantially the 

same terms. 
(1) General rule. 
(2) Certain terms relating to priority. 

§ 1.132–8 (d) Testing for discrimination. 
(1) Classification test. 
(2) Classifications that are per se discrimi-

natory. 
(3) Former employees. 
(4) Restructuring of benefits. 
(5) Employer-operated eating facilities for 

employees. 
§ 1.132–8 (e) Cash bonuses or rebates. 
§ 1.132–8 (f) Highly compensated employee. 

(1) Government and non-government em-
ployees. 

(2) Former employees. 
§ 1.132–9 Qualified transportation fringes. 
§ 1.132–9 (a) Table of contents. 
§ 1.132–9 (b) Questions and answers. 

[T.D. 8256, 54 FR 28600, July 6, 1989, as amend-
ed by T.D. 8457, 57 FR 62196, Dec. 30, 1992] 

§ 1.132–1 Exclusion from gross income 
for certain fringe benefits. 

(a) In general. Gross income does not 
include any fringe benefit which quali-
fies as a— 

(1) No-additional-cost service, 
(2) Qualified employee discount, 
(3) Working condition fringe, or 
(4) De minimis fringe. 

Special rules apply with respect to cer-
tain on-premises gyms and other ath-
letic facilities (§ 1.132–1(e)), demonstra-
tion use of employer-provided auto-
mobiles by full-time automobile sales-
men (§ 1.132–5(o)), parking provided to 
an employee on or near the business 
premises of the employer (§ 1.132–5(p)), 
and on-premises eating facilities 
(§ 1.132–7). 

(b) Definition of employee—(1) No-addi-
tional-cost services and qualified employee 
discounts. For purposes of section 
132(a)(1) (relating to no-additonal-cost 
services) and section 132(a)(2) (relating 

to qualified employee discounts), the 
term ‘‘employee’’ (with respect to a 
line of business of an employer means— 

(i) Any individual who is currently 
employed by the employer in the line 
of business, 

(ii) Any individual who was formerly 
employed by the employer in the line 
of business and who separated from 
service with the employer in the line of 
business by reason of retirement or dis-
ability, and 

(iii) Any widow or widower of an indi-
vidual who died while employed by the 
employer in the line of business or who 
separated from service with the em-
ployer in the line of business by reason 
of retirement or disability. 
For purposes of this paragraph (b)(1), 
any partner who performs services for 
a partnership is considered employed 
by the partnership. In addition, any 
use by the spouse or dependent child 
(as defined in paragraph (b)(5) of this 
section) of the employee will be treated 
as use by the employee. For purposes of 
section 132(a)(1) (relating to no-addi-
tional-cost services), any use of air 
transportation by a parent of an em-
ployee (determined without regard to 
section 132(f)(1)(B) and paragraph 
(b)(1)(iii) of this section) will be treated 
as use by the employee. 

(2) Working condition fringes. For pur-
poses of section 132(a)(3) (relating to 
working condition fringes), the term 
‘‘employee’’ means— 

(i) Any individual who is currently 
employed by the employer, 

(ii) Any partner who performs serv-
ices for the partnership, 

(iii) Any director of the employer, 
and 

(iv) Any independent contractor who 
performs services for the employer. 
Notwithstanding anything in this para-
graph (b)(2) to the contrary, an inde-
pendent contractor who performs serv-
ices for the employer cannot exclude 
the value of parking or the use of con-
sumer goods provided pursuant to a 
product testing program under § 1.132– 
5(n); in addition, any director of the 
employer cannot exclude the value of 
the use of consumer goods provided 
pursuant to a product testing program 
under § 1.132–5(n). 

(3) On-premises athletic facilities. For 
purposes of section 132(h)(5) (relating 
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